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The Local Property Tax for Public 


Schools: Some Historical Perspectives 
Buy D. WALKER 


HE property tax is an enigma in the structure of modern public 

finance. No institution has been vilified so consistently over the 
past century, yet no institution has changed so little. While the 
demise of the property tax has long been heralded by tax reformers 
and critics of the tax, it remains a major source of revenue at the local 
level, especially for the public schools, and a significant factor in the 
total governmental tax system of most states, 

To what circumstances does the property tax owe its persistence? 
More than six decades ago, tax expert E. R. A. Seligman asserted that 
“its retention can be explained only through ignorance or inertia.”* 
To these forthright reasons might be added venerability, diversity, 
and flexibility, all of which are competently illustrated in the history 
of the tax.? 

‘The property tax has been a major resource for local governments 
in America since seventeenth-century colonial times. While the 
American property tax is a uniquely indigenous institution, it does 
have ancient and European antecedents. Land and tangible personal 
property were the primary indices of wealth in ancient times; there- 
fore, such property frequently was made subject to taxation. For 
example, it is known that a classified land tax was levied in Athens as 
early as 596 B. C. The Romans utilized the property tax as a tax on 
realty; while Roman tax collectors attempted to collect taxes on 
personal property, their efforts were characteristically to little avail. 
“The ancient world shows an oftrepeated cycle of emphasis on land 
taxation followed by efforts at general property taxation and relapse 
to land taxation.* 
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‘The property tax has a long tradition in England, beginning with 
Roman occupation and gaining stature after the Norman conquest 
in 1066. Significant developments occurred with the accession of 
Henry II, who levied a tax of 10 percent on rents and moveable 
Property to finance a crusade in 1188. Thereafter, similar taxes 
known as the “subsidy,” the “tenth” (on personalty), and the “fif- 
teenth” (on realty) were levied by the crown when appropriate con- 
sent was registered by the nobility; in later years the consent of 
Parliament was required." 

By the early fourteenth century, the English property tax had 
become a stereotyped apportioned tax, operating primarily in 
personam rather than in rem. Revenue declined, exemptions mul- 
tiplied, and personal property gradually slipped off the tax rolls, so 
that the tax inevitably became a land tax even though it was not 
titled a “land tax” until the final years of the seventeenth century. 
The tax likewise became fossilized during the medieval period. 
Revaluation was too strenuous for the rudimentary administrative 
machinery, and there was no public support to maintain the tax as 
originally conceived. 

Utilization of the property tax to support public schools is an 
Anglo-Saxon tradition, and the history of the tax is inseparable from 
the movement for universal, compulsory, and free education that 
arose from the Reformation and constituted one of its greatest in- 
fluences on Western culture. There was a nascent belief among the 
Protestant peoples, particularly in Germany and England, that uni- 
versal education was necessary to ensure the welfare of the “state” in 
a period of rising secular nationalism, to assure that individuals 
could read and interpret Scripture for themselves under the Prot- 
estant religious systems, and to ameliorate ecclesiastical and monastic 
control of education previously exercised by the Catholic church.’ 

The public school systems of the German states were the first of 
the modern type, and they were supported by property and other 
taxes levied by the prince or elector of each state. Schools were estab- 
lished in Magdeburg in 1524 on a plan formulated by Martin Luther, 
and in 1528 the electorate of Saxony adopted a similar plan on the 
recommendation of Philip Melanchthon. Melanchthon led the edu- 
cation reform movement in sixteenthcentury Germany from its 
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center at the university at Wittenberg. His Visilation Articles (1528) 
provided the philosophical structure for German education for two 
centuries, and tax support for the schools was a major focus. Al- 
though the German school systems suffered from the continuous wars 
of the seventeenth century, they were rekindled in the Prussian sys- 
tem of the eighteenth century that served as a model for the develop- 
ment of education systems and financial support in the United States.* 

‘The organization of the schools in England by Henry VIII and 
Edward VI was aimed directly at establishing state and Anglican con- 
trol over education. By 1600 there were 360 grammar schools in 
England, including eleven in London. Most were free or partly free, 
operating from endowments and municipal revenues, including the 
property tax. In the mid-seventeenth century, there were more 
secondary schools in England than at any time prior to 1870, when 
major reforms occurred. A weak point in the system was the lack of 
elementary schools to prepare students for entry into grammar 
schools; parents had to provide such instruction by their own means. 
This was a condition that the Puritans would remedy in their 
colonial education systems in America. 

After the Civil War of 1649 in England, the Puritan ascendancy 
assured the development of schools and means of public support for 
them from the national treasury as well as from local taxes. Free 
schools were frequently decried by Anglicans and Tories as dangerous 
to the monarchy and the social hierarchy of the country. The restora- 
tion of the monarchy in 1660 dealt the cause of free public educa- 
tion in England a blow from which it did not recover until the 
nineteenth century. However, emigration to America allowed the 
Puritans to carry out in education, as well as in religion, the system 
they favored. 


Loca ScHoot Property TAXEs IN 
CorontaL New ENGLAND 


Within thirty years after the arrival in New England of the first 
colonists, three Puritan colonies (Massachusetts Bay, Connecticut, 
and New Haven) had passed education acts that were extraordinary 
for their time and reflected the value they placed on education. In- 
deed, it has been said that by 1660 the essential principles of ele- 
mentary and secondary education and the foundations of American 
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public schools were laid° Fundamental to the operation of schools 
was financial support, and the local property tax for public schools 
had its inception in colonial New England. 

At the time the Puritan colonists moved to America, there was a 
dichotomy in their experience with the property tax. Ideally, they 
knew the tax should be “general” and cover all property, both real 
and personal. Practically, the tax was expected to apply only to Jand, 
the most visible and least moveable form of wealth. Also relevant to 
the colonists’ experience was the “poor law” tax rate pattern estab- 
lished by Elizabeth I in 1601, for this rate took estimated ability into 
account in determining tax liability. Under the system utilized in 
England, rates varied among individuals, and the American colonists 
took this factor into account in developing their systems of taxation." 

Fortunately, expenditures by colonial governments and early 
municipal governments were modest and allowed the gradual de- 
velopment of provincial and Jocal taxation patterns. The colonists 
naturally tended to develop variations from their British experiences, 
and three related taxes emerged, especially in New England. They 
were the poll tax, the property tax, and the faculty tax, the last being 
a tax on potential income-earning capacity. As shall be seen, the 
property tax was not greatly utilized until needed to fund the various 
education Jaws enacted in colonial New England. 

A combination of several circumstances turned the early colonial 
leaders toward systems of public schools supported by local property 
taxes. First, it soon became evident that schools did not exist in 
numbers sufficient to ensure education of the population. Prior to 
1647, a few schools (pethaps seven) operated in New England from 
private subscriptions, endowments (e.g., land or rents), and munic- 
ipal grants from the proceeds of poll taxes. The Massachusetts Bay 
Colony evidently thought the education of children was being ne- 
glected, hence the Massachusetts Act of 1642 placing legal responsibil- 
ity on masters and heads of families to sce that their charges were 
educated. The motives were educational and social as well as re- 
ligious. The leadership did not want children to grow up ignorant 
and idle and become wards of the community.’* 

Second, it was obvious that endowments of land and rents were 
insufficient as a funding base for schools. Land was so bountiful as to 
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be practically worthless. Municipal grants from poll taxes were made 
customarily for the benefit of orphan and indigent children and did 
not provide adequate resources for education on the scale envisioned. 

Third, New England tended toward towns more than did other 
geographic regions of America that were colonized. Villages and sea- 
ports were common, and village schools were feasible to set up and to 
maintain, Therefore, geography and climate became peculiar circum- 
stances that allowed New England’s colonial leaders to accommodate 
their desires for schools. 

Fourth, the Puritan colonists were not long removed from the 
English traditions fostered by the state and their Puritan predecessors. 
They desired to improve upon the pre-Restoration system by estab- 
lishing a network of common (elementary) schools to prepare chil- 
dren for the traditional grammar school curriculum. In addition, the 
ideals fostered by the Reformation were serious concerns and pro- 
vided the impetus for public schools that did not appear elsewhere on 
asimilar scale for over 150 years. 

‘The New England colonists, then, were suited uniquely for their 
roles as pioneers in the use of the local property tax to support public 
schools. They had strong religious and social motives, a serendipitous 
geography, and the need for financial resources. They also embodied 
the view that education was the path to upper class preferment in the 
English class system." 

‘The Massachusetts Act of 1647 established four abiding principles 
that have become basic to American education. First, the state could 
require children to be educated. Second, the state could require towns 
to establish schools. Third, the civil government could control the 
schools through public officials. Finally, public funds, including local 
tax levies, could be utilized to support the public schools.* The 
inclusion of the “old deluder Satan” phrase in the law has led many 
historians to conclude that the prime motive for the law was religious, 
but education was conceived as training for citizenship and service in 
a civilized state, not just for imposition of the Puritan creed. Massa- 
chusetts apparently had more in mind than out-witting Satan—the 
religious opening was intended merely as a sanction on a social obli- 
gation that the poor people were loath to assume.* 

‘While poll taxes were levied from the beginning in Massachusetts, 
property taxes were utilized only when the need arose up to 1646. In 
that year, the property tax was instituted on an annual basis, making 
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the Act of 1647 feasible.* While contemporary property taxes arc 
in rem, colonial property taxes were often in personam in nature and 
were often specific rather than ad valorem. In effect, the combina- 
tion of poll, property, and faculty taxes sought to use ability to pay, 
as conceived then, as a tax base, and this triad became the colonial 
equivalent of the general property tax of the nineteenth century and 
the institution from which it evolved. Massachusetts applied the 
property tax to the “visible estate,” both real and personal, and 
supplemented levies with the poll and faculty taxcs. This system of 
direct taxation on property, income, and polls continued to operate 
without fundamental changes until 1862 and lasted in many respects 
into the twentieth century.” 

The tax history of the remainder of colonial New England is 
similar to that of Massachusetts. The Act of 1647 was duplicated by 
Connecticut in 1650, After the New Haven colony was annexed to 
Connecticut, it fell under the law, as did New Hampshire and Maine 
when they were placed under Massachusetts governance. Both ele- 
mentary and grammar schools were established and supported by 
taxes. While development was slow, even well into the eighteenth 
century, the continued existence of tax-supported schools in New 
England provided the basis nearly two centuries later for publicly- 
supported schools throughout the United States. 

In the eighteenth century, the New England colonial legislatures 
gave towns the authority to divide into school districts, with certain 
powers and duties being delegated to the districts by the provincial 
government. Thus rose the “district system” of control. Common 
powers of school district governing bodies were the ability to estab- 
lish and to maintain schools, to build schoolhouses, to appoint teach- 
ers, to determine the curriculum, to set the length of the school year, 
and, of course, to provide funds as necessary. The district system 
proved useful and ultimately spread throughout the country."* 

It is intriguing to note that while the Massachusetts and Con- 
necticut laws placed a great burden on the citizens, especially in rural 
communities, little record exists of resentment toward school taxes. 
While objections no doubt existed, there is little direct evidence to 
support them as major contentions. Unlike the scenes observed in the 
nineteenth century, it was not the privileged classes of New England 
that objected to tax-supported schools. Educational ideas percolated 
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from the top downward in colonial New England; it took approxi- 
mately a century to “sell” the idea of tax supported public schools to 
the masses, and another century lapsed before the idea spread too far 
outside New England. 


CoLoniAL DEVELOPMENTS OuTsIDE New ENGLAND: 


The notion that schooling was necessary for the advancement of 
piety, civility, and learning was accepted throughout the American 
colonies although it was most manifest in New England. The legisla- 
tures and governors of all the colonies considered education a Jegiti- 
mate and traditional domain of public policy, there being no central 
government, but taxation for support of public schools was to be 
utilized only after all other alternatives had been granted lengthy 
trials. As mentioned, the Puritan colonists of New England were 
singularly disposed by geography, religious bent, and previous ex- 
perience to favor taxsupported schools. Colonists in other areas were 
more rural in location and predisposed to accept Anglican educa- 
tional ideas or to support schools sponsored by their own particular 
religion, as in the Catholic and Quaker settlements.** 

The sources of revenue for American colonial schools were varied 
and complicated, and “the combinations and permutations were 
legion,” as one historian expressed it. In general, the schools were 
supported in two ways. The first was direct payment by parents for 
the education of their own children in the form of tuition fees, 
usually paid to private schools, or rate bills, customarily paid to 
schools established by civil authorities. The civil governments sup- 
ported both public and private schools in various other ways, includ- 
ing land grants, appropriations of general revenue, and a multitude 
of special fees and taxes, excluding the local property tax. A second 
form of support for education was endowments, which were usually 
individual gifts of money, land, or income-producing property to 
private schools, charity schools, church schools, or school societies. 

Resistance to utilization of the local property tax is explained in 
two ways. First, the pattern of settlement in many colonies did not 
lend itself to the establishment of taxing jurisdictions such as munici- 
palities and school districts. More important, however, was the per- 
vading idea that the rights of property ownership were assailed when 
a state or locality levied taxes on it. Such a tax was viewed as an un- 


19. Lawrence A. Gremin, American Education: The Goloniat Experience, 1607- 
1783 (New York: Harper & Row, 1970). pp. 192-98. 

20. Ibid. p. 500, 

21. R, Freeman Butts, 4 Gulturol History of Western Education, 2d ed. (New 
York: McGraw-Hill, 1955), p. 317. 


272 Journal of Education Finance (vol.9 


necessary infringement upon property rights, and the view was no 
doubt enhanced by Old World examples of seizure of property by the 
government for failure to pay taxes. When taxation was suggested for 
a purpose such as educating other men’s children, opponents often 
became frenzied. The familiar arguments of double taxation on 
private and parochial school subscribers, disintegration of “sturdy 
independence” and “individual initiative,” and “tyranny” over those 
who had no children were frequently heard when the subject of 
school taxes infrequently arose.** Nonetheless, the principle of public 
support for the education of orphans and the children of indigents, 
rooted in the English poor laws, was widely accepted and even 
praised by many colonists. 

The colonies of Virginia, Maryland, and North Carolina are 
typical of the modes of taxation used in the Middle Atlantic and 
Southern colonies prior to the Revolution. None of the colonies 
utilized a local property tax to support public schools, though pauper 
schools were operated from general revenues. Virginia, which insti- 
tuted the poll tax in 1619, utilized a provincial property tax from 
1645 to 1648, but it was not levied again until 1755. When used, the 
tax rate was “per 100 acres,” not ad valorem. Maryland instituted the 
poll tax in 1641 but did not utilize a colonial property tax at all 
until 1756. North Carolina implemented both poll and land taxes 
(“per 100 acres”) in 1715, but the property tax was not utilized ex- 
tensively until 1777.2 

The only colony outside New England to provide some type of 
local tax support for schools during the colonial period was New 
York. Prior to British control, the city of New Amsterdam provided 
some measure of support for local schools to augment the mandated 
efforts of the Dutch West India Company. After the English took 
control, some local tax support for schools was seen.* 


‘Tue Earty Nationa Perrop To 1865 


Advocates of tax-supported, free public schools were not absent 
in the early national period. Perhaps the best known is Thomas 
Jefferson, who supported the idea of public free schools in Virginia 
as early as 1779. Jefferson desired to shift the state’s resources from 
the church and private schools to a system of public schools as the 
primary agency for education in Virginia. His motives were eco- 
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nomic, ial, and political: “The tax which will be paid for this 
purpose is not more than the thousandth part of what will be paid 
kings, priests, and nobles, who will rise up among us if we leave the 
people in ignorance.” 

However, as historian Richard Hofstadter stated in his prize- 
winning Anti-Intellectualism in American Life: “The history of 
American educational reformers often seems to be the history of men 
fighting against an uncongenial environment.”® Opposition to local 
tax support for schools was common; in fact, by the end of the 
cightcenth century only cight of the sixteen states mentioned educa- 
tion in their state constitutions.* But by 1825, as Cubberley states, 
“it may be said to have been clearly recognized by thinking men 
that the only safe reliance of a system of public schools lay in the 
general and direct taxation of all property for their support.” 

At the end of the American Revolution, most of the states had 
some experience with poll and property taxes. Collections were poor, 
and the public attitude was nonsupportive. The administrative or- 
ganization was inadequate, and the will to develop good tax systems 
was not apparent. In the period prior to 1812, many states relied 
heavily on nontax revenue; the income produced usually was ade- 
quate to meet their modest revenue requirements.” The early re- 
luctance of the states to develop systems of taxation at a time when 
there was a rising call for public schocls created circumstances in 
which local taxation systems were born out of necessity. Since the 
property tax was the only tax that could be administered locally with 
any degree of efficiency, the course of action was clear. 

‘The conflict for and against local property taxes was being waged 
in earnest by the beginning of the nineteenth century, and this con- 
flict must be viewed in the nineteenth-century context of localism. 
Neither the ideology nor the technology of political control at the 
state level had been developed to the point of replacing district, 
town, and county control.’? The result was halting movement in 
nearly all states toward both state systems of schools and state taxa- 
tion systems. 
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In a general way, differing from state to state, resistance to local 
property taxation succumbed in stages. First, permission was granted 
by state legislatures to municipalities or counties wishing to organize 
a taxing district for school support and to tax the property of those 
residing in the district and consenting to be taxed. Next, taxation of 
all property in the district was permitted, regardless of individual 
consent or absentee ownership. Third, state or county aid from en- 
dowment funds or state taxes was extended to school districts as 
state-level proponents of public schools began to exercise persuasion 
over legislatures. Finally, local taxation was frequently made com- 
pulsory as a condition for receiving state or county grants.** 


EXAMPLES OF EARLY PERMISSIVE LEGISLATION 


In the older states of the North and East, excepting the four New 
England states where local school taxation had a long tradition, 
permissive legislation usually was obtained first by cities. Many 
major urban centers already were feeling the press of social problems 
and could not afford to wait for rural sections of the states to become 
enamored of the idea of local school taxes. These cities sought and 
obtained permissive school tax legislation and organized their schools 
independently before their state education systems were formed. 
Numerous examples exist, a few of which are Providence (1800), 
New York City (1805), Philadelphia (1812), and Baltimore (1825). 

State legislatures in several states soon recognized the need for 
general permissive enactments rather than the willy-nilly methods 
employed. The struggle to obtain such legislation was arduous in 
nearly all cases, and those who favored school taxation, cven on a 
local-option basis, often were threatened or attacked bitterly. The 
laws varied greatly from state to state in their details but usually 
contained provisions, often very stringent, requiring the electorate to 
vote the tax upon themselves. Typical permissive laws appeared in 
New York (1812), New Jersey (1820), Missouri (1824), Illinois 
(1825), Maryland (1826), Rhode Island (1828), Kentucky (1830), 
and Pennsylvania (1834), among others. 


ExamPLes OF EARLY EXTENDED LEGISLATION 

Ohio serves as an excellent example of both public school taxa- 
tion sentiment and taxation system development beyond permissive 
legislation. Formed out of the Northwest Territory, Ohio was ad- 
mitted as one of the United States in 1802. In 1806 and 1816, laws 
were enacted allowing organization of schools supported by rents on 


31. Cubberley, Public Education, p.181. 


1984] Local Property Tax for Public Schools 275 


school lands (from the Northwest Ordinances of 1785 and 1787) and 
rate bills. In 1821, another law made the property of all residents of 
taxing jurisdiction subject to levies to pay maintenance and operat- 
ing expenses of the schools. By 1825, the construction of schoolhouses 
from tax funds was permitted if the school site was donated. 

In 1828, only four years after the first permissive taxation law, a 
county school tax of one-half mill was mandated. The state then 
followed with creation of a permanent school fund in 1827, enact- 
ment of special permissive legislation for Cincinnati in 1829, and 
provision for taxation of all property holders in a district in 1881. In 
1836, the county school tax was increased to 1.5 mills, and in 1838 
the purchase of school sites with tax monies was permitted. The first 
state property tax levy for public schools also was featured in 1838. 
By 1853, rate bills had been abolished and all schools were made 
free. 

From 1803 to 1825, Ohio received most of its general revenue 
from a land tax, but realty was not taxed ad valorem. Instead, land 
was divided into classes with tax rates applied “per acre.” Under this 
system, property tended to find its way into the lowest rated classes, 
and dissatisfaction with the method led to institution of an ad 
valorem system in 1825. At that time, land was valued without refer- 
ence to improvements, a method of appraisal now termed “site value.” 
However, during the period 1825 to 1846 the property tax base was 
widened to include improvements to land, personal property, and 
other tangible property. 

In 1846, an Ohio law required uniform taxation of all property, 
effectively eliminating classification as an approach, and the pro- 
vision was included in the new Ohio Constitution of 1851. The uni- 
form taxation provision remained intact until a classification amend- 
ment in 1929 (effective in 1931) that classified tangible and in- 
tangible personal property but left the uniform rule applicable to 
land and improvements. 

‘The development of the state school system, methods of local 
taxation, and state regulation of property tax administration in Ohio 
was typical of developments in many states. Acceptance was gradual, 
but inexorable, paralleling the desires of citizens for extended educa- 
tional opportunities throughout the nineteenth century. While the 
school lands granted by the federal government in organizing the 
Northwest Territory figured into the developments to some degree, 
it was the local property tax that made the system workable. 
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The developments seen in Ohio, while representative, were not 
observed in all states. In Indiana, for example, the population was 
not as homogeneous as in Ohio, consisting of a Southern element and 
a New England element arising from settlement patterns. There was 
continuous conflict between the Southern ideals of pauper and charity 
schools and the strong state conception of the New England group. 
From 1816, when Indiana was admitted as a state, until 1851, when a 
new state constitution settled the issue in favor of the New England 
faction, there were numerous battles over local taxation for schools. 
‘These same philosophical differences remained to be reconciled in 
the Southern states after the Civil War. 


EXAMPLEs OF COMPULSORY LEGISLATION 


‘The inception of state aid to public schools led state legislatures 
to assume dynamic roles in the governance of schools. In brief, if 
local communities did not accede to state demands, they could be 
deprived of state aid. One of the early requirements for receipt of 
state aid was a mandated local tax levy for schools. While permissive 
local school tax legislation was apparent in many places, it was state 
pressure that created the true beginnings of local property taxation 
for education on a large scale. 

‘As early as 1797, Vermont required that towns support the 
schools from local taxes as a qualification for state aid. New York 
(1812), Delaware (1829), and New Jersey (1846) required local 
matching of all state aid received, while Wisconsin (1848) required 
local support of one-half the amount of state funds received. While 
‘Massachusetts had long required local financial support for education, 
it was not until 1827 that local taxation was made compulsory.* 
‘When the duplication-ofstate-aid stage was reached in these and other 
states, the battle for local property taxation was well on its way to 
being won by proponents of tax-supported public schools for all 
children. 


Demise or Paurer ScHoots AND Rate Bits 


‘The struggle for direct local taxation for schools in the early half 
of the nineteenth century was confronted by two chief impediments. 
“They were the idea that “free” education was for orphan and indigent 
children and the practice of utilizing rate bills. Each concept, in 
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time, would fall, although it was after the Civil War before the 
collapse was total in either case. 

‘The pauper school idea was born out of the “poor law” concept 
brought across the Atlantic from England. The concept was strong 
in the Middle Atlantic and Southern states such as New Jersey, 
Delaware, Pennsylvania, Maryland, Virginia, and Georgia. The new 
and democratic West did not tolerate the concept, which was based 
on what many citizens felt were invidious social class distinctions. 
Many parents were loath to brand themselves as paupers by enrolling 
their children in state-run pauper schools or by accepting charitable 
tuition to private schools. Prior to the Civil War, battles were fought 
in the Northem states over this practice. 

Pennsylvania provides a convenient example of the pauper school 
philosophy and how it was eliminated. The Pennsylvania Constitu- 
tion of 1790 established a system of pauper schools, but the provision 
was not enabled until 1802. The law required parents to declare 
themsleves paupers; the state would then pay the tuition for their 
children to attend designated private schools. No public schools were 
established, even for the poor, until a general provision was made in 
1834, 

The growth of cities in Pennsylvania and their special problems 
revealed a need for a more adequate system of education. Philadel- 
phia was allowed to organize public schools for all children in 1818, 
and other areas of the state followed suit in the 1820s. By 1834, the 
state legislature saw a need for a state system of public schools avail- 
able to all children and passed a general law establishing school 
districts on a local-referendum basis. The law also provided for state 
aid, state supervision, and county and local property taxation. By 
1873, the last section of the state had accepted the general law and 
public free education was available throughout Pennsylvania; the 
pauper school concept was completely ended. 

Rate bills were an old institution wansferred from England. Rate 
bills were charges to parents to support the schools and to supplement 
revenues; they were customarily based on the number of children, 
the level of schooling being taken, and other locally-established fac- 
tors. The practice of rate bills was established early in colonial times 
in Massachusetts and Connecticut and carried forward in practice in 
nearly all states until near or after the middle of the nineteenth cen- 
tury. 
Rate bills were usually small, but they did affect school enroll- 
ments. For example, within six months after rate bills were instituted 
in New York City in 1826, enrollment dropped by about 18 percent. 
The rising cities in the North and East, faced by social problems of 
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illiteracy, criminality, and child labor, eventually disdained the 
practice and secured privileges of local property taxation to eliminate 
the charges. New York City eliminated rate bills in 1832 even though 
they were utilized in other areas of New York until abolished by the 
state in 1867. The abolition of rate bills, substituted by local prop- 
erty taxes, occurred gradually in states like Pennsylvania (1834), 
Indiana (1852), Ohio (1858), Illinois (1855), Vermont (1864), Con- 
necticut (1868), Rhode Island (1868), Michigan (1869), New Jersey 
(1871), and others. 

‘Through the years, many school charges moved under the aegis of 
state funds or the local property tax, although other charges often 
arose to take their place. Fuel and wood taxes fell into this category, 
as did textbook charges. Philadelphia had free textbooks bought 
from local tax dollars in 1818, and many localities and even states 
followed suit in the nineteenth century.” 


SocraL, Potrticax, aNp Economic INFLUENCES 


‘The major influences on the development of schools supported 
from local property taxes in the first half of the nineteenth century 
were the growth of cities, the rise of manufacturing, the extension of 
suffrage, and new public demands for schools.” 

Growth of Cities. After the American Revolution nearly everyone 
lived on farms or in small villages. As late as 1820, there were only 
thirteen cities in twenty-three states of 8,000 or more in population. 
Education was a rural affair and was usually neglected for the daily 
affairs of agrarian life. However, after 1825 conditions were altered 
substantially by the growth of cities attributed to increased manu- 
facturing and the extension of trade, both foreign and domestic. The 
number of cities of 8,000 or more in population increased from five 
in 1780 to 141 by 1860, three of which were over 250,000 in popula- 
tion. Those 141 cities contained over 16 percent of the nation’s 
citizens. 

The rise of new cities materially affected the nature of educational 
problems by producing new social conditions for persons in the states 
of the North and Middle Atlantic regions. Among these problems 
were child labor, criminality, poverty, and the need to learn saleable 
skills in a nonagrarian setting, among others. Since the South was 
comparatively unaffected by these trends until after the Civil War, 
the slow development of tax-supported schools there is explained to 
some extent. 
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Rise of Manufacturing. The period from 1820 to 1850 was one of 
rapid manufacturing and industrial development that contributed 
significantly to the rise of cities. In the rural villages, there had been 
little concentration of both labor and capital. Moreover, the church, 
charity, and private school solution to educational needs had been 
fairly satisfactory in those locales. But the cities drew together diverse 
elements, including many immigrants, and the old system cracked 
under the new strain. 

In 1838, it was estimated that one-cighth of the population of 
New York City were either paupers or criminals. The city had one 
saloon per eighty persons in population. Children and women often 
labored for long hours in the cities; the powerful moral code and 
religious atmosphere of the home was seriously weakened. Idle and 
uneducated children roamed the streets and provoked crime, and 
city life had both disintegrating and demoralizing effects on such 
children, Therefore, humanitarians and the laboring classes united 
to struggle for tax-supported schools. 

‘The working classes began to believe that education would diffuse 
knowledge, and they believed that knowledge was power. In the 
1830s, one of the two most important planks of the Workingmen’s 
Party was equal universal education for all children supported from 
local taxes.'* Labor agitation became one of the most important in- 
fluences of the period on the rise of education and the need for local 
taxation, but not without great resistance from the privileged classes, 
who did not see that workers needed education and argued that the 
utilization of taxes on one man’s property to educate another's child 
was a confiscatory policy.” 

‘The most powerful arguments in favor of taxation of property at 
the local level were perhaps those of Noah Porter and Horace Mann. 
Porter viewed the tax as a “premium” on “insurance” that protected 
the property of the rich and poor alike and that ultimately was 
cheaper than poorhouses and jailhouses. He argued that all property 
should be taxed because it was in the interest of all people that all 
citizens be educated well.” Horace Mann likewise advocated the 
“sacrifice theory” of taxation over the “benefit theory,” holding that 
property is merely held in trust and bound to sacred obligations, such 
as the protection of children. His main thoughts, which are still 
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current, were that it was in the public interest of all citizens to save 
the youth from poverty and vice and to prepare them for their social 
and civic duties. 

Extension of Suffrage. The early federal and state constitutions 
were very conservative and did not envision that suffrage would ex- 
tend much beyond the propertied and privately educated few. For 
example, as late as 1815 only four states gave the right to vote to all 
male citizens of a designated age. However, a democratic movement, 
ignited by the settlement of the West, took hold in the 1820s. The 
election of Andrew Jackson to the presidency in 1828 did much to 
extend the franchise to more males in all the states as “Jacksonian 
democracy” took root. 

The educational significance of the extension of suffrage was 
enormous and far-reaching. Where a small educated class had previ- 
ously conducted political affairs, it became necessary for the poor and 
the laboring groups to be educated likewise. Our modern conception 
that general education is a fundamental necessity of the state derives 
from the new conceptions of this period, and the delivery of the 
necessary literacy required by the extension of the voting franchise 
would have been implausible without the growth of tax-supported 
public schools. 

New Public Demands. The public school idea was generally sup- 
ported by middle-class liberals, reformers, humanitarians, the labor 
movement, and later, organized agrarian and Populist movements. 
Opposition was mounted by social, economic, and political conserva- 
tives of all classes, industrial and business interests that included 
large taxpayers, Southern aristocrats, and certain religious and 
non-English-speaking groups who saw threats to private control of 
schools.‘ 

As observed, various substitutes for public schools were tried, such 
as chartering of school societies, subsidizing of religious and benevo- 
Ient schools, lotteries, land grants, and state support of pauper schools 
only. All these solutions finally were discarded in view of an insur- 
mountable demand for education from nearly all levels of society. 
Then the battle for free, tax-supported, nonsectarian, publicly- 
controlled schools began in earnest to serve the needs of the state and 
society. Since equality of opportunity was essential, taxation was 
necessary to assure equal access by all to the public systems of 
schools. 
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Pre-Civit, War Tax ADMINISTRATION AND UTILIZATION 


The first half of the nineteenth century saw the general property 
tax gradually become the norm for state and local governments. Sig- 
nificant developments included a shift from area-measurement to 
market value (ad valorem) as a standard of assessment, the general 
adoption of an all-inclusive statement of taxable property and specifi- 
cation of broad categories of exemptions, the encouragement of “im- 
proved” administration and organization for equalization, and crea- 
tion of special supplemental or “in-lieu” taxes for newly-developed 
institutions and those types of property not fitting under the general 
property tax rubric.** 

‘The weaknesses of the property tax system, as observed even in 
ancient times, were tolerated because utilization was not great at first. 
The tax burden was bearable to a large extent, even in poorer com- 
munities, because local schools did not have to compete for funds 
with a wide variety of other local services and because school costs 
were low.*® Both circumstances ultimately were altered as school costs 
rose, intense competition for tax dollars emerged from other local 
governments needing to fund still more public services, and demand 
for education increased substantially. 

As late as 1850 less than one-half the $16.1 million spent for pub- 
lic education came from taxation or permanent school funds, the 
remainder arising from rate bills, personal endowments, and other 
sources.‘* As a further illustration of the modest demands on the local 
property tax for public schools, one can consider Massachusetts, Al- 
though Massachusetts has the longest history of local tax support for 
education of any state, and despite the fact that local taxation was 
made compulsory in 1827, the highest average tax levy for education 
in Massachusetts in the period from 1840 to 1865 was 2.04 mills 
(20.4¢ per $100) in 1845. The lowest was 1.44 mills in 1850, after an 
increase of 99.4 percent in assessed valuation of property in the state 
over the 1845 valuation.” 


‘Tue Post-Crvit. War Prion To THE 
‘Great Depression 


‘The major events in the history of the local property tax for 
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public schools had taken place in nearly all states before the Civil 
‘War period, as seen above. The notable exceptions were the Southern 
states, the majority of which did not establish tax-supported public 
schools until after 1865. Virginia had passed a permissive school law 
in 1829, followed by a local-option tax law in 1846, making it some- 
what a special case in the South. No other state provided for local 
property taxes; however, all the Southern states had established 
permanent school funds by the time of the Civil War. These funds, 
some of which had been in existence since the eighteenth century, 
were used only for the education of the poor.** 

The South was extremely poor after the war, and economic re- 
covery was very slow. This condition proved a great detriment to the 
funding of education; therefore, learning suffered, illiteracy remained 
widespread, and the resulting poverty contributed to an almost hope- 
less cycle wherein there was little value to be taxed. As an example, 
by 1904 the average school tax rate in the Southern states was 20¢ per 
$100 of valuation, which compared not too unfavorably to a national 
average of 25¢ per $100. However, expenditures per ADA in 1906 
were only $8.90 in the South compared to $25.40 as a national 
average.® 

Despite the resident problems, the Southern states began their 
efforts to provide state systems of schools soon after the War, but 
Jocal tax support for education was inhibited well into the twentieth 
century. As an example, a North Carolina law in 1897 sought to 
make local taxation the basis for school support, and tax clections 
were ordered on a statewide basis. Only eleven districts adopted the 
tax, and by 1902 only thirty districts (out of 1,182), all in towns or 
cities, levied a local property tax for school support.'® 


Texas AS AN EXAMPLE OF LocaL 
‘Tax DEVELOPMENT IN THE SOUTH 


Texas serves as an excellent illustration of the halting nature of 
local tax support for public schools in the South. The early settlers of 
Texas were predominantly emigrants from the Old South, and they 
brought with them their Southern ideals relative to public schools. 
Education was viewed as a matter for private enterprise, and although 
the state made some efforts to support education, if not public 
schools, prior to the Civil War, such efforts reflected a conservative 
attitude. Land grants were offered as early as 1839 for establishment 
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of private and public schools alike (there were none of the latter), 
and a state property tax was levied after 1846 for payment of tuition 
for orphan and indigent children to attend private schools. Even the 
creation of a permanent school fund in 1854 did little to spur school 
development.** 

While some cities had petitioned for legislative permission to 
establish tax-supported municipal school systems as early as the late 
1840s, the communities refused to vote the tax on themselves. There- 
fore, by the time of the Civil War there was no example of local tax 
support for education in the state. Except to a few enlightened in- 
dividuals, mainly emigrants from the North and East, it was not a 
matter of pressing concern. The issue of local taxation in rural areas 
was not even envisioned. 

When the Radical Republicans arrived in Texas to implement 
Reconstruction, they pronounced Texas the “darkest field educa- 
tionally in the United States."** There was not one publicly-sup- 
ported school in the state, criminality was rife, and the “sacred 
school fund” had been brought to ruination in the interest of a 
rebellion. The Reconstruction Constitution, adopted in 1869, man- 
dated local property taxes within defined school districts for the 
purposes of constructing school buildings and assuring operating 
revenues for a ten-month school term. The unpopular tax was rarely 
paid by the aggravated populace, and the concept was soundly re- 
pudiated in the Constitution of 1876, adopted after the “carpet- 
bagger” government was deposed. However, beginning in 1875, 
municipal school districts were granted permissive legislation and 
began levying local property taxes for city schools. The lighthouse 
effect of these districts, plus severe fiscal retrenchment at the state 
level, encouraged Texas voters to break their penurious traditions 
and vote for local-option taxation (to a maximum of 20¢ per $100) 
by constitutional amendment in 1883.°* 

In 1908, the constitutional tax rate limits were increased to 50¢ 
per $100, and in 1920 the limits were removed and placed at legisla- 
tive discretion. Still, the tax was not much used. In 1900, for example, 
the average property tax rate, when used, was 19.2¢ per $100, and the 
great majority of taxes were collected in cities, where the rate limit 
was 50¢ per $100 at the time. Local taxation in rural school districts 
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was either desultory or nonexistent. As late as 1920, Texas ranked 
thirty-ninth among the forty-eight states in local support for educa- 
tion, with the nine trailing states being other Southern states. Even 
today there is no provision in Texas law requiring a local property 
tax for public schools, but all districts in Texas do levy a local school 
tax. 


Post-Civit Wak ADMINISTRATION AND UTILIZATION 


Although the property tax had achieved ascendancy in most state 
and local tax systems, there was a growing recognition in the latter 
nineteenth century and early twentieth century of the limitations and 
inadequacies of the tax. Some carly responses were increased central- 
ization of property tax administration, central or special assessments 
of railroad property. creation or revival of state equalization agencies, 
and a developing realization that uniform-rule, ad valorem taxation 
of special property categories was inadequate. Alternative fiscal ar- 
rangements were needed as the heterogeneity of property increased.** 

Greater reliance on the local property tax for public schools 
necessitated many of the improvements listed above. As seen in earlier 
discussions, the inadequacies and inequities of the local property tax 
were tolerated as long as the levies were small. However, heavier 
reliance upon the tax in the period from 1870 to 1930 was induced 
by rising costs of education due to increased population, increased 
ADA above the population increase rate, compulsory attendance 
laws, the growth of high schools, an expanded curriculum, increased 
professionalism (and pay) of teachers, and the rising cost of living * 
In fact, the growth factors often outstripped state aid and stagnant 
local property values to the point that major reforms in each area 
were necessary to address crises. 

In 1890, the earliest year for which adequate national statistics 
are available, local property taxes accounted for 67.9 percent of all 
public education revenues in the United States." The percentage of 
funds derived from local property taxes, spurred by the enormous 
expansion of public education, increased each decennium until it 
peaked in 1980 at 78.8 percent of all public education revenues and 
82.7 percent of all school tax revenues.** Since 1930 the ratio of local 
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property taxes has dropped consistently to a current estimate of 42.5 
percent of all tax revenues for public schools."* As shall be seen, the 
most obvious reasons for the decline were increased state aid and the 
local limitation effects of the Great Depression. 


FRoM THE GREAT DEPRESSION TO THE PRESENT 


In the 1929-30 school year, the local property tax was firmly 
ensconced as the primary source of revenue for public elementary 
and secondary schools. As mentioned, it provided 82.7 percent of 
local school revenues, while state aid provided 17.0 percent and fed- 
eral aid 0.3 percent. These historical high points of local taxes and 
low points of state aid were drastically altered in the 1980s and later 
by tax limitation movements, emerging concepts of state aid as an 
equalization method, and the entry of the federal government into 
the funding picture on a larger scale. 


Property Tax LIMITATIONS 


‘The depressions of 1873 and the 1980s had significant impacts on 
the use of tax limitations as applied to the local property tax. There 
were no specific or constitutional limitations, other than on tax rates, 
in any state prior to the Civil War, but by the end of the nineteenth 
century eighteen states had constitutional or other limitations on 
levies, assessments, or other aspects of the local property tax. Six 
more states were added to the list between 1900 and 1930. At least 
fourteen states adopted local property tax limitations in the period 
1932-33, an obvious reaction to the Depression. State governments 
were confronted with the eventual collapse of local governments, 
including school districts, if alternative revenues were not availed. 
During the 1930s every state that adopted tax limitations also ex- 
panded state aid programs and implemented broad sales or income 
taxes to add to state revenues. 

Today, all states have some form of tax limitations on local prop- 
erty taxes through assessment limits, tax rate limits, tax levy limits, or 
expenditure limits. These limitations generally are applied in con- 
junction with local tax “relief” devices such as homestead exemp- 
tions, circuit breakers, classification schemes, homestead credits, tax 
deferral plans, or tax freezes for selected citizens. The numerous 
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limitation and relief devices, when juxtaposed against the fierce 
struggles of the nineteenth century to obtain and to utilize the tax, 
reflect current theories about the inefficacy of the local property tax. 

The same criticisms are heard today about the property tax 2s 
were heard in 1900. One reason for the continuing controversy is 
that in a nonagrarian economy the property tax is a poor index of 
both public services received by households and businesses and the 
ability to pay of all taxpayers. Another objection is the supposed 
regressivity of the tax, although newer rescarch shows that it is 
probably progressive, on the average. Still a third objection is that 
administration of the tax is poor and should be improved." These 
eternal objections, plus citizen response to local budgetary decisions, 
have created a “limitation” atmosphere manifested by such actions as 
Proposition 13 in California (1978) and “Proposition 2%” in Massa- 
chusetts (1980). 

It can be argued that tax limitations have had both beneficial and 
adverse effects on the property tax and local school district revenues. 
Among the positive effects are a reduction in taxes on real estate, a 
broadening of the tax base (especially at the state level), more real- 
istic assessment levels, and increased state aid. Some of the negative 
effects have been a proliferation of overlapping local governments, 
shifts of responsibility away from the local level, reduction of free- 
dom of the electorate, impairment of good budgeting procedures, 
conflicting pressures on assessors, and outmoded types of limitations.* 


EXPANSION OF STATE EpucaTion AID 


Since 1930 state aid to public schools has increased to the point 
that it has supplanted the local property tax as the predominant 
means, on the average, of funding the public schools. During the 
1930s, the proportionate share of public education costs paid by the 
state increased by almost 80 percent, from 17.0 percent in 1930 to 
50.3 percent in 1940. By 1979, state aid accounted for 46.2 percent of 
school revenues,” and today the share is approximately one-half. 
Local fiscal distress during the Great Depression explains this trend 
only in part. 

‘The conceptual theories of public school finance formulated in 
the early twentieth century by Ellwood P. Cubberley, Harlan Upde- 
graff, George D. Strayer, Henry C. Morrison, Paul R. Mort, and 
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others established increased state aid as a necessary antecedent to 
both equal educational opportunity within states and overall quality 
of education in the nation. As an example, the foundation program 
concept developed by Strayer and Mort required extensive state 
input of monies to guarantee minimum levels of programs in each 
district of a state, and the approach was widely adopted by the states 
in the 1930s, The resulting trend of providing a higher percentage 
of school revenues from state sources had positive effects of equalizing 
tax burdens for support of the schools while simultaneously reducing 
disparities among school districts in per-pupil expenditures. 





EXPANSION OF FEDERAL AID 


The federal role in financing education, while still minor in 
comparison to state and local inputs, has increased dramatically since 
1930. As mentioned, federal aid accounted for only 0.3 percent of 
school revenues in 1980, but by 1979, 8.1 percent of school dollars 
derived from the federal treasury’? The periods of largest increases 
were the 1930s, 1950s, and 1960s, with the most significant act being 
the Elementary and Secondary Education Act of 1965. While the 
intent of federal aid to the public schools generally has not been to 
provide local property tax relief, the aid has provided alternative 
funding for some programs. 


Current AND Future DevELopMENTS 


Since 1930 the principal developments in the local property tax 
have included repeal or modification of uniform-rule provisions and 
the classification of property for tax purposes, exemption of particular 
types and categories of property from ad valorem taxation and the 
substitution of some other tax on those types of property, supple- 
mentation or replacement of the property tax with other forms of 
taxation at the state level, new administrative patterns with increased 
state responsibility or supervisory functions over local tax adminis- 
trators, and, as discussed, increased state and federal aid to local gov- 
ernments, including school districts.** 

Reformers and critics of the local property tax have been active 
for a century or more and have suggested alternative forms of the tax, 
such as annual versus capital values, site value taxation, land value 
increment taxation, and user charges.” While all the suggestions are 
used to some extent in various states or nations, they have not as yet 
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gained wide credibility in the United States. Indeed, not all such 
“improvements” have been viewed as such. The utilization of annual 
values versus capital values of property, for instance, is the same 
approach used in feudal Europe to determine tax liability. As an- 
other example, site value taxation, which presupposes taxation of 
land only, is remindful of the cycles observed in the ancient and 
medieval world up to the nineteenth century where “general” prop- 
erty taxation was reduced to land taxes alone. User charges, quite 
obviously, are a regressive step away from the sacrifice theory of taxa- 
tion that would allow many citizens and businesses to avoid the 
“social overhead” paid for public education. 

‘As a conclusion, given the history of the local property tax, one 
might ask: Why keep the tax? The responses are numerous. The tax 
gets at certain wealth (stock) that the income tax or other taxes on 
income flow do not. Also, the tax is highly visible to local citizens; 
therefore, local leadership must be more responsive to the body 
politic. The issue of local autonomy over the schools is inextricably 
linked to the tax. Moreover, the tax is amenable to small incremental 
changes in rate. Perhaps most importantly, the tax has been too pro- 
ductive of revenue to be abandoned. It has substantial vertical equity, 
meaning that it redistributes wealth from the rich to the poor through 
the schooling process. In addition, the tax tends to increase applica- 
tion of resources to high return human investments, such as educa- 
tion.** The list could be extended, but perhaps it is sufficient to state 
that the prospects for reform of the tax are much greater than the 
prospects for elimination. 

Future reforms of the local property tax can only be estimated 
from current trends, but perhaps the most cogent will be better ad- 
ministration of the tax. The system must be administered by pro- 
fessionals subject to standard administrative and valuation practices. 
Assessment inequalities need to be eliminated both within and be- 
tween assessing jurisdictions, and the fragmentation of local assessing 
units must be cured through consolidation into larger entities. 
Finally, the system must be designed and administered in a cost- 
effective manner within the context of a consistent body of codified 
law. As these changes are wrought in tandem with other measures 
that tend to adjust the tax to ability to pay, the local property tax 
will remain as an important foundation for the public schools. 
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